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ABSTRACT    
 
 
The banking system plays a very important in the growth of economy. The objective of 
this research study is to analyse and compare the financial performance of domestic 
commercial banks and foreign commercial banks which are operating in Malaysia during 
the period of 2007-2016. It is also aims to examine the relationship between bank’s 
profitability with bank size and credit risk. This study is useful for depositors, bank 
managers, shareholders, investors, regulators and researchers in order to provide a true 
picture of domestic commercial banks and foreign commercial banks. The research 
questions of this study are: (1) Is there any difference between both type of banks in 
terms of profitability? (2) Is there any relationship between bank size and the profitability 
of banks in Malaysia? (3) Is there any relationship between credit risk and the 
profitability of banks in Malaysia?. A sample of domestic commercial banks and foreign 
commercial banks are used in the research. The list of domestic commercial banks and 
foreign commercial banks is obtained from Bank Negara Malaysia’s (BNM) website. 
Data had been generated from DataStream and banks’ annual reports. The sources of 
banks’ annual reports are from the websites of the banks and also Bloomberg. The 
significant of data has been determined using independent sample t-test, one-way 
ANOVA analysis and multiple regression. Study has concluded that domestic 
commercial banks are less profitable in term of Return on Average Assets (ROAA), 
Return on Average Equity (ROAE) and Net Interest Margin (NIM) as compared to 
foreign commercial banks. Whereas, for Net Interest Income/ Recurring Revenue, 
domestic commercial banks are significantly profitable compared to foreign commercial 
banks. ROAA and ROAE has a significant negative relationship with bank size and credit 
risk. NIM has significant positive relationship with credit risk, but no relationship with 
bank size. Whereas, NIIRR has significant positive relationship with bank size, but no 
relationship with credit risk. A few ideas are recommended for future research i.e. 
increase the data period, increase the independent variables and explore other possible 
areas like foreign Islamic banking vs domestic Islamic banking. 
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ABSTRAK   
 
 
Sistem perbankan memainkan peranan yang penting dalam pembangunan ekonomi. 
Tujuan kajian ini adalah menganalisis dan membandingkan pencapaian kewangan bank 
tempatan dan bank asing di Malaysia dari tahun 2007 hingga 2016. Kajian ini juga 
bertujuan untuk memeriksa hubungan prestasi kewangan dengan saiz bank dan risiko 
kredit. Kajian ini berguna kepada pendeposit, pengurus bank, pemegang-pemegang 
saham, pelabur, penggubal undang-undang dan pengkaji untuk memberikan gambaran 
sebenar keadaan kewangan bank tempatan dan bank asing. Soalan-soalan kajian ini 
adalah (1) Adakah terdapat perbezaan antara kedua-dua jenis bank dari segi keuntungan? 
(2) Adakah terdapat hubungan antara saiz bank dengan prestasi kewangan bank di 
Malaysia? (3) Adakah terdapat hubungan antara risiko kredit dengan prestasi kewangan 
bank di Malaysia? Beberapa bank-bank tempatan dan asing telah dipilih sebagai sample 
dalam kajian ini. Senarai bank tempatan dan asing diperolehi daripada laman sesawang 
Bank Negara Malaysia (BNM). Data telah diperolehi daripada DataSteam dan laporan 
tahunan bank-bank terbabit. Sumber laporan tahunan bank-bank terbabit diperolehi 
daripada laman sesawang bank dan juga Bloomberg. Kepentingan data telah ditentukan 
dengan menggunakan ujian ‘independent sample t-test’, analisis sehala ANOVA dan 
Regresi berganda. Kajian telah menyimpulkan bahawa bank-bank tempatan adalah 
kurang menguntungkan dari segi purata pulangan ke atas asset, purata pulangan ke atas 
ekuiti dan margin faedah bersih jika dibandingkan dengan bank asing. Manakala bagi 
pendapatan faedah bersih/ hasil berulang, bank tempatam adalah lebih menguntungkan 
jika dibandingkan dengan bank asing. Purata pulangan ke atas asset dan purata pulangan 
ke atas ekuiti menpunyai hubunagn negatif dengan saiz bank dan risiko kredit. Margin 
faedah bersih menpunyai hubunagn positif dengan risiko kredit, tetapi tidak ada 
hubungan dengan saiz bank. Manakala pendapatan faedah bersih/ hasil berulang 
menpunyai hubunagn positif dengan saiz bank, tetapi tidak ada hubungan dengan risiko 
kredit. Beberapa idea dicadangkan untuk penyelidikan masa depan iaitu meningkatkan 
tempoh data, meningkatkan pembolehubah bebas dan meneroka bidang lain yang 
mungkin seperti perbankan Islam asing dengan perbankan Islam domestik. 
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1.1 Background of the Study 
In the recent decade, banking system in this emerging market have experience a 
transformation under the pressure of increase openness to international capital flows 
and technologies like fin-tech and financial innovation. Banking system is the most 
crucial segment of a country’s financial system. Due to their importance in the 
financial stability of a country, banks are highly regulated in most countries. Most 
nations have institutionalized a system known as fractional reserve banking under 
which banks hold liquid assets equal to only a portion of their current liabilities. In 
addition to other regulations intended to ensure liquidity, banks are generally subject 
to minimum capital requirements based on an international set of capital standards, 
known as the Basel Accords. This is based on the revised Capital Adequacy 
Framework (Basel II – Risk-Weighted Assets) issued by Bank Negara Malaysia dated 
February 2018. 
 
Banking plays a very important role in providing the capital or wealth. It is served as 
a heart of the whole economic in a country and the transaction is like a blood 
circulation around it. As long as the bank is still active in a country, the financial 
stability of the country is remained healthy. However, if there is no transaction is 
flowing between banking and various sector in the economy, the economy will not 
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